
COMMONWEALTH OF KENTUCKY 

BEFORE THE ENERGY REGULATORY COMMISSION 

* * * S t  

I n  t h e  Matter of': 

THE APPLICATION OF FARMERS RURAL 1 
ELECTRIC COOPERATIVE CORPORATION FOR ) 
AN ORDER AUTHORIZING A PASS-THROUGH ) 
OF EAST KENTUCKY POWER WHOLESALE ) CASE NO. 8000 
BOWER RATE INCREASE I N  CASE NO. 7981,  ) 
AND GENERAL RATE INCREASE 1 

INTZRIM ORDER 

On October 21, 1980, Farmers R u r a l  Electric C o o p e r a t i v e  

C o r p o r a t i o n  (Applicant) filed its Application to flow- 

t h r o u g h  any i n c r e a s e  i n  rates g r a n t e d  its w h o l e s a l e  power 

s u p p l i e r .  E a s t  Kentucky Power Company, I n c .  ( E a s t  Kentucky)  

i n  Case No. 1981. A p p l i c a n t  is  o n e  of e i g h t e e n  m e m b e r  

d i s t r i b u t i o n  cooperatives of E a s t  Kentucky.  I n  C a s e  No. 

7981, E a s t  Kentucky r e q u e s t e d  an  increase i n  revenue of 

a p p r o x i m a t e l y  $25,631,320. Of  t h i s  total increase, Appll- 

cant would e x p e r i e n c e  an i n c r e a s e  i n  p o w e r  costs of approxi- 

mately $1,393,822.  T h i s  increase r e p r e s e n t s  5.44% of t h e  

p roposed  East Kentucky i n c r e a s e  and would r e s u l t  i n  a n  

o v e r a l l  i n c r e a s e  t o  A p p l i c a n t ' s  consumers  of 18.17%. 

The m a t t e r  w a s  s c h e d u l e d  f o r  h e a r i n g  o n  J a n u a r y  23, 

1 9 8 1 ,  a t  t h e  Commiss ion ' s  o f f i c e s  i n  Frankfort8 Kentucky.  

The h e a r i n g  was conduc ted  as scheduled and t h e  Consumer 

P r o t e c t i o n  D i v i s i o n  of the A t t o r n e y  General's of f i ce  w a s  t h e  

o n l y  i n t e r v e n o r  p r e s e n t .  

The matter, of t h e  methodology f o r  r a t e -mak ing  p u r -  

p o s e s ,  to p r o c e s s  t h e  i n c r e a s e d  power cost was discussed by 

Mr. L. Cole of Jackson County Rural Electric Cooperative 

C o r p o r a t i o n  i n  h i s  t e s t i m o n y  as spokesman f o r  a l l  e i g h t e e n  

(18) c o o p e r a t i v e s  and  Mr. M. Kays in his testimony on  b e h a l f  

of t h e  methodology of Grayson County R u r a l  Electric Coop- 

erative C o r p o r a t i o n .  The methodology m o s t  used by the 

a p p l i c a n t s  was the p e r c e n t i l e  method,  whereby t h e  i n c r e a s e d  



wholesale power cost is d i v i d e d  by the normalized test 

p e r i o d  r e v e n u e ,  t h e n  100% is added t o  t h e  q u o t i e n t  and 

m u l t i p l i e d  by a l l  t h e  c u r r e n t  ra tes .  Another  ra te -making  

p r o c e d u r e ,  an energy adder charge t o  metered KWH sales, was 

also d i s c u s s e d .  The energy adder c h a r g e  procedure is t h e  

process whereby t h e  increased wholesale power cost is 

d i v i d e d  by the mete red  KWH’s and the q u o t i e n t ,  b e i n g  i n  

dol lars  per KWM, is added t o  the metered KWEi rates only. 

The Commission a f t e r  review of the e v i d e n c e  of r e c o r d  

and b e i n g  a d v i s e d  is of the o p i n i o n  and so FINDS: 

( 1 )  That t h e  a c t u a l  i n c r e a s e  g r a n t e d  East Kentucky i n  

Case No. 7981 is $25,631,320 which w i l l  r e s u l t  i n  a n  i n c r e a s e  

in power costs t o  Applicant of $1 ,393 ,822 .  

(2) That A p p l i c a n t  is entitled t o  r e c o v e r  t h e  in- 

creased wholesale power casts g r a n t e d  i n  Case No. 7981 and 

its f i n a n c i a l  c o n d i t i o n  would be m a t e r i a l l y  i m p a i r e d  i f  i t  

werB n o t  a l l o w e d  t o  recover t h i s  a d d i t i o n a l  cost .  

(3) Tha t  the r e v i s e d  rates and charges set ou t  in t h e  

a t t a c h e d  Appendix “A” are d e s i g n e d  t o  r e f l e c t  o n l y  t h e  

i n c r e a s e d  power costs from E a s t  Kentucky,  g r a n t e d  i n  t h e  

f i n a l  o r d e r  in C a s e  N o .  7981. 

(4) Tha t  t h e  flow-through of t h e  w h o l e s a l e  power costs 

will not result i n  any a d d i t i o n a l  n e t  margin  t o  A p p l i c a n t .  

(5) That t h e  most equitable method for ra te -making  

purposes is t h e  energy adder charge, t h e r e f o r e ,  this is the 

rate-making procedure used to determine the f i n a l  rates in 

this case. 

IT IS TEEREFORE ORDERED, that Farmers  Rural E l e c t r i c  

C o o p e r a t i v e  Corporation is hereby  a u t h o r i z e d  t o  f low- th rough  

the i n c r e a s e d  power costs r e s u l t i n g  from t h e  ra te  i n c r e a s e  

g r a n t e d  its wholesale power supplier in Case No. 7981. 

IT IS FURTHER ORDERED, t h a t  the rates Set o u t  i n  

Appendix “A“ shall be placed into e f f e c t  simultaneously with 

the effective date of the East Kentucky wholes&le power 

increase. 
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I T  IS FURTHER ORDERED, t h a t  Farmers  R u r a l  Electric 

Cooperat ive  C o r p o r a t i o n  shall f i l e  within twenty (20)  days 

from the d a t e  of this Order its r e v i s e d  tar i f f  sheet6 s e t t i n g  

out t h e  rates and charges approved h e r e i n .  

D o n e  at Frankfor t ,  Kentucky, this t h e  26th day of February, 1981. 

ENERGY REGULATORY COMMISSION 

-- - - 
Chairman 
-- - - 
Chairman 

ATTEST : 

Secretary 



C 

APPENDIX " A" 

APPENDIX TO AN ORDER OF THE KENTUCKY ENERGY 
REGULATORY COMMISSION IN CASE NO. 8000 
DATED FEBRUARY 26, 1981. 

The fo l lowing rates and charges are p r e s c r i b e d  for t h e  customers 

i n  the area s e r v e d  by Farmers  R u r a l  E l e c t r i c  Cooperative C o r p o r a t i o n .  

All o t h e r  rates and charges not s p e c i f i c a l l y  mentioned herein s h a l l  

remain t h e  same as those  i n  effect u n d e r  a u t h o r i t y  of t h i s  Commission 

prior to the date  of t h i s  O r d e r .  

SCHEDULE R 
RESIDENTIAL SERVICE* 

R a t e s  : 

F i r s t  50 rnR (Min. $6.04) 12.080e Per K W  
Next 150 KWH 6.623$ Per KWH 
Remaining KWH 4.212C Per KWH 

- Minimum Charges: 

rate s h a l l  be $6.04 for s i n g l e - p h a s e  service.  Payment of t h e  
minimum charge s h a l l  e n t i t l e  t h e  consumer to the u s e  of t h e  number 
of gwH c o r r e s p o n d i n g  t o  t h e  minimum charge i n  a c c o r d a n c e  w i t h  t h e  
foregoing rate. The minimum monthly charge for  three-phase s e r v i c e  
shall be $.75 per K V A  of i n s t a l l e d  t r a n s f o r m e r  c a p a c i t y .  

The m i n i m u m  monthly charge  to  consumers billed under t h e  above 

SCHEDULE C 
COMMERCIAL AND INDUSTRIAL SERVICE* 

Rates Per Month: 

For a l l  consumers w h o s e  k i l o w a t t  demand is less t h a n  50 KW: 

K i l o w a t t  Demand Charge :  None 

F i r s t  50 m (Min.  $6.04) 12.080c Per KWH 
Next 150 KWH 6.828C Per KHiII 
Remain in g KWH 4.680$ Per KWH 

For all consumers w h o s e  k f l o w a t t  demand is 50 Kw or  above: 

K i l o w a t t  Demand Charge :  Per KW $2.94 

Energy Charge: 

F i r s t  10,000 KWH 
N e x t  20,000 KWH 
Remaining KWH 

4.244C Per KWK 
4.084$ Per KWH 
3.9460 Per KWH 

Minimum Monthly Charge :  

The minimum monthly  c h a r g e  u n d e r  t h e  above rates s h a l l  be 
$6.04 for s i n g l e - p h a s e  service. Payment of the minimum charge 
shall e n t i t l e  t h e  consumer to t h e  use of t h e  number of k i l o w a t t  
hours corresponding t o  the minimum charge  i n  a c c o r d a n c e  w i t h  
the f o r e g o i n g  rate. 



, 

The minimum month ly  charge f o r  t h r e e - p h a s e  s e r v i c e  shall be 
75$ per KVA of i n s t a l l e d  t r a n s f o r m e r  capacity or t h e  minimum 
monthly c h a r g e  s t a t e d  i n  t h e  service c o n t r a c t .  Where i t  is 
n e c e s s a r y  t o  e x t e n d  or r e - e n f o r c e  exis t ing  distribution facilities, 
t h e  minimum monthly c h a r g e  may be i n c r e a s e d  t o  a s s u r e  a d e q u a t e  
compensa t ion  fo r  t h e  added f a c i l i t i e s .  Where t h e  m i n i m u m  c h a r g e  
is i n c r e a s e d  i n  a c c o r d a n c e  w i t h  the terms of t h i s  s e c t i o n ,  addi -  
t i o n a l  e n e r g y  s h a l l  be i n c l u d e d  i n  a c c o r d a n c e  with t h e  f o r e g o i n g  
ra te  s c h e d u l e .  

SCHEDULE QL 
OUTDOOR LIGHTING SERVICE* 

R a t e  Per F i x t u r e :  

g p e  of Lamp 

Mercury Vapor 
Mercury Vapor 
Mercury Vapor 
Mercury Vapor 
Sodium Vapor 
Sodium Vapor 
S o d i m  Vapor 
Sodium Vapor 
S o d i m  Vapor 

Watts 

175 
250 
400 
1000 
100 
150 
250 
400 

1000 

Mon t h 1 y 
KWH Usage 

70 
98 

156 
378 
42 
63 
105 
165 
385 

Monthly Charge 
Per Lamp 

$ 5.22 
5.76 
8.69 
14.13 
5.76 
6.56 
8.69 
10.82 
23.19 

*Fuel  Adjustnient C l a u s e  
A l l  rates are applicable t o  the Fuel Adjustment Clause and mag 

be i n c r e a s e d  or decreased by a n  mount p e r  KWH e q u a l  t o  the f u e l  
~ 

adjus tment  mount per KWB as b i l l e d  by t h e  Wholesa l e  Power Supplier 
plus  a n  a l l o w a n c e  for l i n e  losses. The allowance for l i n e  losses 
w i l l  n o t  exceed  10% and is b a s e d  on a twelve-month moving a v e r a g e  
of such losses. This F u e l  C l a u s e  is subject to all. o t h e r  a p p l i c a b l e  
provisions as set out in 807 KAR 50:075. 
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